Abstract: As China's capital market has become more and more developed, listed companies have begun to establish some anti-takeover provisions to protect their controlling right. Existing studies have examined the consequences of the establishment of such provisions. However, few studies have explored how these provisions affect corporate strategic change. Based on agency theory and prospect theory, this paper proposes two channels through which one of the anti-takeover provisions, staggered board provision, impacts strategic change. Using the data of China's listed companies which issue A-shares in Shenzhen and Shanghai stock exchanges from 2007 to 2014, these two channels are tested. We find that the existence of a staggered board provision negatively affects the extent of strategic change. In addition, if governance mechanisms restrict directors' power, the relationship between staggered board provision and strategic change will be weakened, which supports the agency theory. If the listed company is faced with a more dynamic external environment, the relationship between staggered board provision and strategic change will be stronger, which supports the prospect theory. These results are robust after we use a different method to measure strategic change. Our conclusions not only enrich literature about strategic change and anti-takeover provisions, but also are helpful for improving corporate governance in China and other developing countries.
Introduction
With the development of China's capital market, merger and acquisitions (M&As) have become an important way of large companies to grow. Accordingly, more and more companies become the targets of takeovers. In addition, with the acceleration of globalization, the entry of foreign capital makes takeovers more common. Although takeover plays an important role in monitoring managers' behavior, listed companies try to take some actions to defend it. That is why a lot of China's listed companies have begun to establish anti-takeover provisions since the milestone event.
There have already been a lot of studies focusing on anti-takeover provisions. On the one hand, some scholars have analyzed what factors affect the establishment of these provisions [1, 2] . On the other hand, some scholars have examined the consequences of the establishment of anti-takeover provisions [3, 4] . The second stream of studies is abundant. Deangelo and Rice (1983) divided these studies into two groups [5] . One group focuses on how the establishment of anti-takeover provisions affects management entrenchment behaviors, while the other group focuses on how the provisions affect M&A deals. However, few studies have explored the relationship between anti-takeover provisions and corporate strategic change. Considering the important role of strategic change in gaining sustainable competitive advantage [6] , this paper tries to identify the channels through which an anti-takeover provision affects corporate strategic change and empirically test them.
There are many kinds of anti-takeover provisions, such as super-majority provision, cumulative voting provision, and staggered board provision and so on. Considering the first two kinds of provisions are so popular among China's listed companies (92.5% and 90.5% of China's listed companies have already established these two provisions, respectively), we focus on staggered board provision in this paper.
A staggered board provision can make some board members stay a long time to serve on the board. Based on agency theory, directors who have served longer on the board are more powerful than those who served shorter [7] . They can use their power to satisfy their own interests, and ignore the company's sustainable development, leading to their paying less attention to strategic change. In addition, based on prospect theory, directors cherish their gains very much, in terms of salary and reputation. Directors with longer tenure will not take a strategic change at the risk of losing their reputation, since strategic change may lead to failure [6] . Combining these two theories together, we estimate that the existence of staggered board provision will decrease the extent of strategic change. Furthermore, we introduce two moderating effects for each channel, respectively. We argue that the restriction of governance mechanisms on board members' power weakens the relationship between staggered board provision and strategic change, which is consistent with agency theory. Additionally, the environment dynamism also has the opposite moderating effect, which is consistent with prospect theory. By analyzing the data of China's listed companies, our hypotheses are all testified.
Through analyzing how the establishment of a staggered board provision affects corporate strategic change, this paper contributes to the literature in three ways. First, existing studies have examined the impact of some corporate governance mechanisms on strategic change, such as shareholder structure, board of directors, CEO turnover and so on [8, 9] . In this paper, we focus on one emerging governance means, named staggered board provision, and analyze how it affects strategic change, which enriches the literature on the relationship between corporate governance and strategic change. Second, we contribute to the literature on anti-takeover provisions by integrating agency theory and prospect theory to analyze the consequences of one specific provision. By doing this, the roles of anti-takeover provisions become more clear. Third, to test the channels through which staggered board provision affect strategic change, we examine two moderating effects. After examining these moderating effects, we find that different governance mechanisms interact with each other, which enriches studies on corporate governance.
The remaining parts are structured as follows: Section 2 reviews literature about determinants of strategic change and different roles of anti-takeover provisions. Section 3 proposes three hypotheses on the relationship between staggered board provision and strategic change based on agency theory and prospect theory. Section 4 introduces our research design, consisting of sample selection and variable definition. The empirical results and robustness tests are demonstrated in Section 5. Our conclusions are presented in Section 6.
Literature Review
To highlight the theoretical contribution of this paper, we review existing studies on strategic change and anti-takeover provisions in this section.
The Determinants of Strategic Change
Scholars have identified many factors which can affect the extent of strategic change. Some scholars focus on firms' external environment, and examine how the dynamism of external environment affects strategic change. For example, Meyer et al. (1990) analyze how hospitals change their strategy in both industry level and organization level because of the increasing competition pressure [10] . Kelly and Amburgey (1991) focus on aviation industry, and analyze how firms in this industry change their strategy since deregulation. They find that the change of external environment does not necessarily lead to strategic change, and it will depend on firms' age, size and whether it has changed its strategy before [11] . Haveman (1992) analyzes how the change of external environment affects firms' strategic change in banking industry. They find that, through changing strategy when the environment changes, firms' performance can be increased. In addition, firms can benefit more if the new business is more related to their original business [12] . By comparing two banks, Fox-Wolfgramm et al. (1998) find that the bank with an organization identity image which matches the change of environment more is more likely to make successful strategic change [13] . These studies show that external environment plays an important role in the decision of strategic change.
However, other scholars focus on firms' internal governance structure and governance mechanisms, and examine how corporate governance affects strategic change. For instance, Finkelstein and Hambrick (1990) find that, if a firm has a CEO with long tenure, it is less likely to make strategic change. Furthermore, CEO's discretion can strengthen the relationship between CEO tenure and strategic change [8] . Using a sample consisting of hospitals, Goodstein and Boeker (1991) find that ownership structure and board of directors have both independent and interactive effects on strategic change [9] . Wiersema and Bantel (1992) examine the impact of some governance variables on the extent of strategic change, they find that, if firms have top management teams with lower average age, shorter firm tenure, longer team tenure, higher average educational level, higher educational background heterogeneity, and higher average academic training level, they will be more likely to make strategic change [14] . Boeker (1997) examines how performance and top management teams (TMT) characteristics affect strategic change. They find that firms with lower performance, shorter CEO and TMT tenure, and higher TMT diversity are more likely to change their strategies. In addition, poorer performance can strengthen the impact of TMT characteristics on strategic change [15] . Haynes and Hillman (2010) empirically test the impact of board social capital on strategic change, and find that there is difference between the impact of social capital's width and that of social capital's depth. Specifically, the wider the board social capital, the larger extent of strategic change, while the deeper the board social capital, the lower extent of strategic change [16] . Quigley and Hambrick (2012) pay their attention to a phenomenon, which is the former CEO continues to stay in the firm as board chairman. They find that this kind of leadership structure can limit the new CEO's power of strategic change [17] .
Overall, existing studies have identified many factors which affect strategic change. These studies provide the foundation for our analysis of the relationship between a staggered board provision and strategic change. At the same time, our analysis can enrich this stream of literature.
The Roles of Anti-Takeover Provisions
Some scholars argue that anti-takeover provisions can affect firms' behavior through two channels: one is management entrenchment hypothesis; the other is bargaining benefits hypothesis [5] . The first hypothesis is that managers introduce anti-takeover provisions to protect their own positions and other interests, while the second one is that relying on these provisions, the target firm can benefit more during the process of M&A negotiation. Existing studies empirically test these two hypotheses, respectively.
Some studies support management entrenchment hypothesis. For example, Faleye (2007) analyzes the relationship between a staggered board provision and executive compensation and CEO turnover, and finds that the existence of this provision can decrease board monitoring efficiency, which harms performance [3] . By constructing an index to measure the extent of anti-takeover, Bebchuk et al. (2009) examine the role of anti-takeover provisions, and find that the higher score in their index, the lower the performance [18] . Ahn and Shrestha (2013) find that in firms with higher monitoring cost, the existence of staggered board provisions can harm performance, which is consistent with entrenchment hypothesis [19] . However, other scholars find different results. For instance, Danielson and Karpoff (2006) find that firms which have introduced poison pill provisions do not always have negative performance. In contrast, these firms' performance will be improved in five years [20] . Duru et al. (2013) examine how a firm's transparency affects the relationship between a staggered board provision and performance, and find that this provision can improve performance in firms with lower transparency [21] .
Also, there are some studies that examine bargaining benefits hypothesis by analyzing the impact of anti-takeover provisions on M&A profitability and premium. The findings of some studies are consistent with this hypothesis. For example, using a sample consisting of IPO firms, Field and Karpoff (2002) find that anti-takeover provisions can decrease firms' profitability of being acquired after IPO [2] . Heron and Lie (2006) find that firms with poison pill provisions usually get higher M&A premium [22] . Bates et al. (2008) compare the profitability of being acquired between firms with a staggered board provision and firms without that, and find that the former firms are less likely to be acquired [23] . Chen et al. (2015) examine the roles of a cumulative voting provision of China's family listed companies, and find that firms with such a provision are less likely to be targets for M&A [24] . However, some other studies do not support this bargaining benefits hypothesis. For instance, Bebchuk et al. (2002) find that there is no significant difference in M&A premium between firms with a staggered board provision and firms without that [25] .
Overall, existing studies on anti-takeover provisions have examined how these provisions affect firms' behavior from different perspectives. However, there are few studies focusing on how these provisions affect strategic change. In this paper, we try to enrich this stream of literature by empirically testing the channels through which a staggered board provision affects the extent of strategic change.
Theory and Hypotheses Development
In this section, we develop three hypotheses on the relationship between staggered board provision and strategic change based on agency theory and prospect theory.
The Impact of Establishment of a Staggered Board Provision on Strategic Change
According to agency theory, directors who serve longer in the listed company will have more power and use their power to pursue their own short-term interests, instead of long-term interests of the company [7] . Some studies on strategic change have provided empirical evidence for this argument. As strategic change needs a huge amount of efforts [26] , directors with longer tenure are unwilling to waste energy on such activities which are helpful for the companies' long-term development [8, 14, 17] . If there is a staggered board provision, some directors will stay longer on the board, which may prevent the strategic change.
In addition, according to prospect theory, most people prefer fixed earnings rather than potential income; besides, most people are loss averters [27] . For directors who sit on the board, they not only worry about losing their salary, but also are afraid of losing their reputation. As strategic change may lead to a failure [6] , directors will not take such actions at the risk of their reputation. Although Kahneman and Tversky (1979) argue that the sensitivity to loss aversion and a preference for gains wear off as outcomes approach the extremes of either the domain of losses or the domain of gains [27] , the consequences of strategic change are uncertainty [6] , and they cannot reach the two extremes. So generally, directors are risk averse in terms of strategic change. Sliwka's (2007) findings support this argument. Using a method of modeling, they find that managers don't want to make strategic change concerning their reputation, even if the financial information indicates that strategic change is necessary [28] . The longer a director stays on the board, the more he or she will care about his or her reputation. Based on this, the existence of a staggered board provision will lead to a lower probability of strategic change.
Combining these two theories together, we propose our first hypothesis:
Hypothesis 1 (H1):
If there is a staggered board provision, the extent of corporate strategic change will be less.
The Moderating Effect of Governance Mechanisms Based on Agency Theory
In essence, corporate governance refers to some mechanisms used by corporate stakeholders to restrict each other [29] . In the case of the controlling right contest between Baoneng Group and Vanke Co., Ltd., in China in 2015, we can see the mutual restriction between shareholders and directors. Following this logic, shareholders can use some governance mechanisms to restrict directors' power. Specifically, if the share ratio of the first shareholder is larger, directors will have lower power [7] . Also, in China's context, restriction from shareholders to directors is larger in state-owned enterprises (SOEs) than in private firms, since government as the largest shareholder usually intervenes in the decision-making of an SOE [30] . Based on the above analysis, we propose our hypotheses on the moderating effect of shareholders' governance.
Hypothesis 2a (H2a):
The higher the largest shareholder's share ratio, the less significant the relationship between a staggered board provision and the extent of strategic change.
Hypothesis 2b (H2b):
The relationship between a staggered board provision and the extent of strategic change is less significant in an SOE than in a private firm.
The Moderating Effect of Environment Dynamism Based on Prospect Theory
Environment dynamism is a concept to measure the dynamic changes of firms' external environment [31] , especially in China's transitional context, firms' external environment changes rapidly [32, 33] .
Some scholars have analyzed how environment dynamism affects firms' decision-making; for example, York and Venkataraman (2010) found that if the environment is dynamic, firms will not try green product innovation. They explained this phenomenon in such a way that firms are afraid of the failure of product innovation, since the information provided by the environment is not enough [34] . Following the same logic, we argue that if the external environment is dynamic, directors will be more worried about the failure of strategic change, which can damage their reputation. Also, according to Lopes (1986), people's desire for security (risk-averse) or potential (risk-seeking) depends on a situational variable, aspiration level [35] . When the environment dynamism is higher, directors will have a lower aspiration level (strategic change may be not successful), thus have more desire for security. Based on the above analysis, we propose our hypothesis on the moderating effect of environment dynamism.
Hypothesis 3 (H3):
The higher the environment dynamism, the stronger the relationship between a staggered board provision and the extent of strategic change. 
Research Design

Sample Selection
Our original sample consists of listed companies which issued A-shares in Shenzhen and Shanghai stock exchanges from 2007 to 2014. The reason why we choose this sample period is that the staggered board provision variable is lagged for one year to deal with endogenous problems (that is, strategic change may affect the introduction of a staggered board provision, which disturbs our interpretation of the results), and data on this variable has been available since 2006. In 2006, China's new corporation law enhanced the importance of the articles of association in corporate governance. Accordingly, China's listed companies began to design many detailed provisions in their articles of association, including anti-takeover provisions. After excluding companies which (1) receive special treatment; (2) belong to financial industry and (3) have missing data, our final sample includes 9972 firm-years. Data about staggered board provisions is hand-collected from companies' articles of associations, while other variables are collected from CSMAR database.
Measurements
The independent variable is strategic change. We measure it referring to Zhang and Rajagopalan (2010) [6] . Specifically, we choose six financial indicators, which are advertisement expenditure, R&D investment, rate of fixed assets renewal, overhead rate, inventory level and financial leverage to measure firms' strategic change. Firstly, we compute the difference between year t and year t-1 in every indicator. Secondly, we adjust these difference values using the industry medians. Thirdly, we take the absolute values of these industry-adjusted differences and standardize them. The mean of these standardized values is our extent of strategic change (sc).
Our dependent variable is a dummy variable (sbp), which equals 1 if there is a staggered board provision in the company's articles of association. Otherwise, it equals 0.
To test the moderating effect of shareholders' governance mechanisms, we introduce a moderate variable, which is the share percentage of the largest shareholder (no1share). Also, we divide the sample into two subsamples, based on whether a company is state-owned or not, and compare the roles of staggered board provisions between these two subsamples. To test the moderating effect of external environment, we introduce another moderate variable, which is environment dynamism (ed). According to Dess and Beard (1984) [36] , we use the revenue in year t, year t-1, year t-2, year t-3, and year t-4 as values of dependent variable, and 5, 4, 3, 2, and 1 as values of independent variable to conduct OLS regression [37] [38] [39] [40] [41] [42] [43] . The standard error of regression 
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To test the moderating effect of shareholders' governance mechanisms, we introduce a moderate variable, which is the share percentage of the largest shareholder (no1share). Also, we divide the sample into two subsamples, based on whether a company is state-owned or not, and compare the roles of staggered board provisions between these two subsamples. To test the moderating effect of external environment, we introduce another moderate variable, which is environment dynamism (ed). According to Dess and Beard (1984) [36] , we use the revenue in year t, year t-1, year t-2, year t-3, and year t-4 as values of dependent variable, and 5, 4, 3, 2, and 1 as values of independent variable to conduct OLS regression [37] [38] [39] [40] [41] [42] [43] . The standard error of regression coefficient divided by the mean value of revenue in these five years is our environment dynamism variable [44] [45] [46] [47] [48] [49] [50] .
According to existing studies [6, 8] , some variables are controlled, including (1) firm size (size), measured by the natural logarithm of total assets; (2) firm's profitability (roa), measured by return on assets; (3) revenue growth (growth), which equals the difference of revenue between year t and year t-1 divided by that in year t-1; (4) firm age (age), measured by the observed year minus the year in which the firm was listed. Also, we control the moderate variables, including the share percentage of the largest shareholder (no1share), whether the company is state-owned (state) and environment dynamism (ed). That is because existing studies have shown that ownership structure [9] and external environment [12] can affect the extent of strategic change. Lastly, we control the industry effects and year effects. Table 1 shows the descriptive statistics of variables in our regression models. In order to mitigate the influence of outliers and data errors, we winsorize all continuous variables at the 1% and 99% levels. The mean value of sc is −0.012, and it has a large SD, which indicates that the extent of strategic change varies from companies in our sample. These results are similar to the findings of other studies using samples from U.S. [6, 15] . Only 4.3% of companies in our sample have established the staggered board provisions, which indicates that this kind of anti-takeover provision needs to be further generalized. In addition, the mean value of no1share is 35.9%, which supports the argument that Type II agency problems are serious among China's listed companies [51] . State-owned companies occupy 59.5% in our sample. Also, it shows that different companies are faced with different extent of environment dynamism. 
Empirical Results
Descriptive Statistics
Correlation Analysis
A correlation coefficient matrix between all the variables is showed in Table 2 . As we can see in Table 2 , the correlation coefficient between sc and sbp has a negative sign, but it is not statistically significant. How a staggered board provision affects the extent of strategic change needs to be further analyzed through regression analysis. The correlation coefficient between sc and roa is negative and statistically significant at the one percent level, so is the coefficient between sc and growth. These results indicate that companies with good performance and good growth opportunity are less likely to change their strategies, which is consistent with existing studies [15] . The largest correlation coefficient between explanatory variables and control variables in Table 2 is 0.298, which indicates that the collinearity problem is not substantial. Notes: * p < 0.10, ** p < 0.05, *** p < 0.01. Table 3 reports the regression results. Model 1 is a base model, which only includes control variables. As indicated in Model 1, the coefficient of size is positive and statistically significant in one percent level, which is consistent with Finkelstein and Hambrick's (1990) results [8] . The fact that larger firms are more likely to make strategic change may be because they have more abundant resources. Both the coefficients of roa and growth are negative and statistically significant at the one percent level, which is consistent with results in Boeker (1997) [15] . Also, the coefficient of ed is consistent with Haveman (1992) [12] , which shows that firms change their strategy when their external environment changes. In addition, the coefficient of state shows that compared with SOEs, non-SOEs are more likely to make strategic change. Our independent variable, sbp, is added into Model 2 based on Model 1. As we can see in Model 2, the existence of a staggered board provision and the extent of strategic change is negatively related (β = −0.013, p < 0.10), which indicates that the existence of a staggered board provision decreases the extent of strategic change. These results support our hypothesis 1.
Regression Analysis
Model 3 adds an interaction term between the share percentage of the largest shareholder and the existence of a staggered board provision to examine Hypothesis 2a. As indicated in Model 3, the coefficient of the interaction term is positive and significantly significant (β = 0.010, p < 0.01), which is consistent with our hypothesis that the largest shareholder's share percentage negatively moderates the relationship between a staggered board provision and the extent of strategic change. In addition, we examine our Hypothesis 2b through comparing the coefficients of sbp between Model 5 and Model 6. As indicated, the coefficient in Model 5 is positive and not statistically significant, while the coefficient in Model 6 is negative and statistically significant at the one percent level. These results show that the role of a staggered board provision in determining strategic change is restricted in an SOE; this is because of the autonomy of the board of directors in SOEs is lower due to the existence of government intervention [30] . Our Hypothesis 2b is supported.
To test Hypothesis 3, we add an interaction term between environment dynamism and the existence of a staggered board provision in Model 7. As we can see in Model 7, the coefficient of the interaction term is negative and statistically significant (β = −3.967, p < 0.05), which is consistent with our hypothesis that environment dynamism strengthens the relationship between the existence of a staggered board provision and the extent of strategic change.
Robustness Tests
When measuring the strategic change variable, we use six financial indicators. Three of these six indicators (advertisement expenditure, R&D investment, and inventory level) have missing data, and we replace the missing data with zero value. In this section, we calculate strategic change again using another way proposed by Haynes and Hillman (2010) [16] , which excludes these three variables with missing data, and only the other three are included in the final variable. We use this new strategic change variable to run all the regressions again; the results are showed in Table 4 . As indicated in Table 4 , our conclusions are robust. Notes: * p < 0.10, ** p < 0.05, *** p < 0.01. Robust standard errors clustered in firm level are in parentheses.
Conclusions
Inspired by existing studies on anti-takeover provisions, this paper proposes two channels through which a staggered board provision affects the extent of corporate strategic change based on agency theory and prospect theory, respectively. Using a sample consisting of China's listed companies from 2007 to 2014, we empirically test these two channels. Our robust empirical findings are as follows. First, the existence of a staggered board provision decreases the extent of strategic change. Second, shareholders' restriction on directors through governance mechanisms can weaken the role of a staggered board provision in determining strategic change. Third, external environment dynamism can strengthen the relationship between a staggered board provision and the extent of strategic change.
Our conclusions have practical implications for listed companies in mature markets for corporate control. For example, listed companies should notice that anti-takeover provisions may have a negative impact on corporate sustainable development, such as restricting strategic change, even though they belong to incentive mechanisms for directors and top managers. Also, after establishing the anti-takeover provisions, listed companies should pay attention to the interaction between these provisions and other governance mechanisms, and identify whether they are complementary, or substitutional.
Although this paper contributes literature about anti-takeover provisions and strategic change, there exist some limitations. For instance, in business practice, small and medium companies with little historical and business background but with some innovation prospectives are the most likely victims of the large corporations that chose to grow via merges and acquisitions. According to this, investigating defensive strategies of small and medium innovative enterprises against large and mature corporations is necessary in future studies. Because the data on SMEs is not easy to obtain through open sources, survey questionnaire method and case study will be more suitable. Also, we only focus on how the introduction of a staggered board provision affects the extent of strategic change. The relationship between anti-takeover provisions and other strategic behaviors (micro-level) can be explored in the future, as well as how the introduction of these provisions affects the price indices in financial markets (macro-level) [52] . In addition, there are still few studies examining the antecedents of anti-takeover provisions [1, 2] . It is necessary to analyze what affects the introduction of these provisions in the future. 
